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USADB 

FOR NAC AGENCIES 

E.O. 11652: N/A 
TAGS: EAID, EFIN, CE 

SUBJECT: CANYON HYDROPOWER PROJECT (SRI LANKA) 

REF: (A) TREASURY 77-101, (B) MANILA 10638, (C) COLOMBO 2492 

1 . ON JULY 26, ADB BOARD OF DIRECTORS APPROVED SPECIAL FUNDS 
LOAN FOR SUBJECT PROJECT. MOST OF DISCUSSION FOCUSED ON POWER 
DEMAND PROJECTIONS AND FINANCIAL PERFORMANCE OF CEYLON 
ELECTRICITY BOARD, THE EXECUTING AGENCY. U.S. ALTERNATE 
DIRECTOR JOINED SEVERAL OTHER DIRECTORS IN STRESSING NEED 
FOR APPROPRIATE TARIFF LEVELS AND PERIODIC REVALUATION OF 
ASSETS. BOARD MEMBERS WELCOMED REQUIREMENT IN LOAN AGREEMENT 
FOR TARIFF STUDY. 

2. INSTRUCTIONS IN REFTEL A DID NOT ARRIVE IN TIME FOR USE 
DURING BOARD DISCUSSION. HOWEVER, U.S. ALTERNATE DIRECTOR 
DID EXPRESS DURING BOARD DISCUSSION HOPE THAT CONSIDERATION 
WILL BE GIVEN BY GOVT OF SRI LANKA TO EFFORTS TO STRENGTHEN 
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COUNTRY'S BALANCE OF PAYMENTS AND BUDGETARY POSITION, AS 
THESE FACTORS WILL HAVE IMPORTANT BEARING ON RATE OF 
GROWTH OF INDUSTRY IN RELATION TO PROJECTED DEMAND 
FORECAST FOR POWER. 

3. DURING COURTESY CALL BY U.S. DIRECTOR ON VICE PRESIDENT 
LATER IN DAY, USADB RAISED ISSUES IN REFTEL A. VICE 
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PRESIDENT ASSURED THAT ADB INTENDED TO WORK CLOSELY WITH 
WORLD BANK AND NEW SRI LANKAN GOVT IN REVIEWING COUNTRY'S 
ECONOMIC POLICIES. HE ALSO FELT OPTIMISTIC THAT NEW 
GOVT WOULD ADDRESS ITSELF SOON TO RUPEE REVALUATION 
PROBLEM. HE ADDED THAT, IN HIS VIEW, BANK'S PROJECTED DEMAND 
FORECAST FOR POWER IS LIKELY TO BE CONSERVATIVE. 

EDMOND 
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